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Abstract 
This paper presents the results of an empirical investigation into the attitudes of final 
year construction management students to moral issues in tendering.   
    A survey elicited the students’ attitudes towards participating in various forms of 
collusive tendering and cartel arrangements.  Their responses are summarised and 
presented alongside the decision making factors that influence their choices.   
    The results indicate a tendency towards, or, at best, a high tolerance of morally 
deviant behaviour.   
    The  paper concludes that the students’ understanding of, and respect for, the law, 
the professional codes of practice  and their aims appear to be insufficient.   
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1 Introduction 
The current approach to the problem of collusive tendering in construction is to devise 
systems for detecting collusive tendering after the contract is awarded and more often 
than not even after the project is completed.  ie after the high moral and pecuniary 
costs of collusion have already been incurred by society.  Moreover, punishment 
through legal action not only fails to recover the costs but it also burdens society with 
the judiciary costs.   
    An alternative approach is to design systems that prevent collusion from happening 
in the first place. For this, we need a deep understanding of the mechanisms of the 
practice as well as an insight into the decision making process of the person that 
instigates or negotiates, accepts and carries out an agreement to break the law and 
disregard codes of ethics.   
    This paper presents the initial findings of an investigation into the behavioural, 
aspects of collusive tendering in the construction market in Australia.  It is exploratory 
and empirical and depicts behavioural intent and attitudes of part time, final year 
construction management students and attempts to link them to their university 
training through an examination of the ethics component of their curriculum.   
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    First, a brief literature review introduces the theoretical model of moral decision 
making in tendering. Then the research method is explained and the students’ 
responses are summarised. The paper concludes with a discussion of the implications 
of the study.   
2 A model of moral decision making in tendering 
The definition of collusive tendering as occurring “when a number of the several firms 
that have been invited to tender come to an explicit agreement between themselves 
either not to tender, or to tender in such a manner as not to be competitive with one of 
the other tenderers, or they all artificially inflate their estimates to accommodate fees, 
commissions and other undisclosed payments to parties unrelated to the production 
process.” can be derived from elements of definitions of collusive tendering from the 
disciplines of marketing law [1, 2, 3, 4, 5, 6], economics [7, 8, 9] and construction 
management [10, 11, 12, 13, 14].  Central to this definition is the act of 
communication, which differentiates collusion as a conscious policy decision from a 
strong correlation of bids induced by market conditions.  For a construction contract 
bidding to be collusive, there must be communication, and for communication between 
competing tenderers on the same project, or in the same market, to be classified as 
collusion there has to be an explicit agreement on specifically predetermined bidding 
behaviour for one or more contracts.  
    The types of collusive agreements (also referred to as “collusive strategies” [10]) 
identified in the literature (also confirmed by a pilot study that preceded this research 
project) are: (i) exchanging prices with a competitor (cover pricing); (ii) accepting 
money in order not to tender; (iii) rotating low bid position scheme; (iv) geographical 
market distribution; (v) inflation of tender price to compensate losing tenderers; (vi) 
inclusion of undisclosed fees to trade associations or others; (vii) cover pricing in 
exchange of major part of the main contract as a sub-contract; (viii) withdrawal of 
offer in exchange for money or other benefits 
    When such agreements are successfully implemented and undetected, the benefits to 
the parties could range from keeping firms on the tender lists of principals that exclude 
contractors that decline offers to tender (although this is also against the code of 
practice), to effectively eliminating competition and making market entry impossible.  
Collusion, however, is clearly illegal in Australia and against the codes of industry 
best practice.  It is punishable by law as a per se violation for which there is no defense 
and no need for the plaintiff to prove any lessening of competition [15]. It carries with 
it dangers of punishment  and tarnished professional standing and reputation.  
Moreover, it has a large personal moral component since the decision to enter such an 
agreement is a conscious choice of a deviant behaviour.   
    The mechanisms of making such decisions have been the focus of positive studies of 
business and marketing ethics but not in the context of tendering.  A number of models 
have been proposed [16, 17, 18, 19, 20] and empirically tested [21, 22, 23].  A variety 
of internal factors and external-environmental factors have been found to influence 
such decisions. 
    Internal factors refer to the cognitive ethical frameworks and personal 
characteristics.  Personality traits as well as demographic and psychographic factors 
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have been associated in ethics research with the gestalt and interpretation phenomenon 
[27].  In the context of business decision making, however, only the following factors 
have been found to have a direct impact on ethicality: religiosity [28]; age [28,32]; 
gender [28, 32, 24]; education [28, 32]; personality traits (such as Machiavellianism 
and locus of control) [27, 28]; organisational level [30, 24]; previous experience with 
similar types of decisions [18, 30]; and cognitive frameworks-incorporating articulated 
personal moral philosophies and value and belief systems [24,32, 33].  
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External-environmental factors refer to the law and its system of enforcement [25]; 
social norms both in the context of expectations of others’ immoral behaviour as a 
justification of immoral actions [26] (An approach congruent with industry folklore) 
and as ‘significant others as a term of reference for acceptable behaviours [16, 25]; as 
well as the professional, industrial and organisational environment. The environmental 
factors impact on perceptions of people as carriers of values and judges of conformity 
to norms [16, 19, 25, 27]; codification and policy [16, 25, 27, 28]; and the morality of 
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organisational environment and culture [19, 27, 30, 31, 32]. The cultural environment 
[17, 18, 24] is also a part of this set of factors.  
    The interplay of all these factors produces a moral evaluation: a statement of 
acceptability of a proposed action by the individual.  When tendering for construction 
projects however, the final decision is expected to be influenced by a teleological 
evaluation of the overall outcome.  Project, market and firm related information is used 
by the decision makers to determine the final tender price [29] on the basis of a set of 
external-situational factors that cover: (i) desirability of the project; (ii) utility of a 
specific project, in terms of contribution to the firm’s strategic objectives and (iii) 
probability of winning the contract.  
    It is the combined impact of the three sets of factors that ultimately determines the 
decision.  A visual representation of the factors affecting moral decision making in a 
tendering situation is presented in Figure 1.   
 
3 Ethics in the construction management curriculum 
The construction management curriculum is concentrated on providing a wide range of 
technical skills, and it was assumed that the development of generic skills, such as 
ethical decision making would follow, as a result of the attitudes and emphases made 
by the lecturers. However, a survey of the attitudes to ethical decision-making among 
graduates in the wake of the Royal Commission into the Building Industry indicated 
strongly that this was not sufficient. As a result, the faculty designed a compulsory 
subject, Social Responsibility, for all students in the faculty.  The conflicting aims on 
this subject, in what is essentially a design faculty, where concern for the environment 
is not only appropriate but also fashionable, has the potential to impact on the 
efficiency of the subject, and there is no apparent evidence that better intentions to 
incorporate appropriate ethical standpoints into relevant subjects has been successful.  
The obvious stress on the need for profitability appears to generate a perceived conflict 
between profit and ethics, which is not resolved within the current curriculum. 
    The theoretical model presented above was used to develop a research instrument to 
assess the students’ level of awareness of the moral issues involved in a business 
decision making problem where the conflict between ethical principles and 
profitability is most apparent.  Moreover, by mapping the students’ decision making 
process the validity of the assumptions underlying the curriculum development were 
also evaluated.  The results clearly demonstrate that if the ultimate objective is to 
provide society with law abiding professionals with a core set of ethical principles as 
guides for their behaviour, then their moral development needs to be actively pursued. 
4 Empirical research method 
The data was collected through a self-administered, close ended questionnaire that was 
personally distributed to a convenience sample of 60 final year undergraduate students 
studying construction management in a New South Wales university.  The students 
were asked to complete the questionnaire in their own time and return it at a later date.  
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The administration and collection of the research instrument were completed under 
strict conditions of anonymity.   
    A total of 58 (a response rate of 97%) questionnaires were returned completed, and 
they were all usable, with minimal numbers of missing data.  Of the participating 
students, 14 identified themselves as domestic students and 24 as international 
students, whilst the rest did not specify their status.  The three groups were tested for 
uniformity using discriminant analysis.  Even though the small number of data points 
restricts the generalisability of the results, no obvious differences were observed 
between the groups, so all responses were analysed together.  There were 9 female and 
49 male students in the sample and all but two of them were under 30 years old.  
5 Attitude towards collusive tendering agreements 
The respondents were presented with research vignettes expressed in a non-
threatening, projective format (e.g.: “Would you openly ask a competitor for a cover 
price to be used in a tender you do not have the interest, the time or the resources to 
prepare yourself?”) with three answer choices: YES if they thought the act was 
permissible, MAYBE if they thought that there was a moral issue involved but the 
final decision would depend on circumstances and NO if they thought the act was 
morally wrong and thus not permissible under any circumstances.  The responses, 
referring to the collusive strategies discussed above, are presented in Table 1.  
 
Table 1 Behavioural intent towards collusive tendering agreements.  
 YES  MAYBE NO 
AGREEMENT N % N % N % 
Cover Pricing 9 15 16 28 33 57
Accept money in order not to tender 4 7 12 21 42 72
Rotating low bid position 5 9 16 28 36 63
Geographical or other market distribution 15 26 18 31 24 42
Compensation of unsuccessful tenderers 10 18 14 25 32 57
Include hidden fees and commissions 16 28 24 41 18 31
Cover in exchange for sub-contract 7 12 26 45 24 41
Withdraw in exchange for money or other 
benefits 
6 10 14 24 38 66
Participate in a collusive tendering 
agreement 
8 14 15 26 34 57
TOTAL/ AVERAGE 80 15 155 30 281 54
 
    In order to assess the impact of the model components described above 
multidimensional factors, comprising of sets of variables, were constructed. The 
respondents were asked to evaluate each variable on a scale of 0 (irrelevant) to 4 
(crucial).  The aggregate evaluation of each factor is presented Table 2.  The 
components of each scale are listed in Appendix A.  
    It is obvious that almost all students consider the law to be crucial or very important, 
but only 70% of them thought their personal values to be of equal bearing. Similarly, 
respect for professional and organisational codes and norms is relatively low. Overall, 
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personal morality and market and project factors seem to have almost equal bearing on 
the final decision. Thus, it is not surprising, given this mentality, that 15% of the 
responses to the collusive tendering scenaria were positive!  
    The ultimate aim of this research project was to elucidate the particular areas where 
intervention and behaviour modification can influence tendering practice.  The first 
step towards this aim was to identify the specific aspects of the decision making 
factors that act as deterrents to immoral behaviour.  Even though the total number of 
data points available, as well as the nature of the sample, do not permit conclusive 
extrapolations, a comparison of the relative importance assigned to each element by 
the respondents that said ‘no’ to collusive tendering (irrespective of the particularities 
of the agreement or the circumstances) to that assigned by the total sample is provided 
in Figure 2.   
    This plot of the means for the two groups shows that the respondents that said ‘no’ 
to collusive tendering agreements assign a consistently higher importance to their own 
value systems and perceptions of morality (Q19 and Q30); the legality of the proposed 
act (Q20, Q21 and Q22) and its consistency with professional and organisational codes 
norms (Q24, Q25, Q26 and Q27, Q28 Q29).  Previous experiences (Q40), the fear of 
being caught (Q41) and direct orders (Q43) were the only factors in the personal and 
organisational groups of factors that were less important to those respondents that said 
‘no’ to collusion than to the total group.  Moreover, the largest differences between 
means were observed in the external situational group of factors, that were not very 
important for those respondents that said ‘no’ to collusion.  
    The crosstabulations that were run for the other tendering practices in the same 
manner presented very similar pictures.  
 
Table 2 Evaluation of decision making factors 
 
DECISION MAKING FACTORS 
 OF LIMITED  
OR  
NO 
IMPORTANCE 
 
IMPORTAN
T 
CRUCIAL 
OR VERY 
IMPORTAN
T  
Internal  15% 15% 70% 
Q19+Q30+Q40+Q41+Q42    
External-environmental    
(i.) Legal  
Q20+Q21+Q22 
4% 6% 90% 
(ii)  Professional & industry  
Q24+Q25+Q26 
13% 18% 69% 
(iii) Organisational  
Q27+Q28+Q29+Q43 
12% 17% 71% 
External-situational 
Q31+Q32+Q33+Q34+Q35+Q36+Q37+Q38+Q39 
18% 17% 65% 
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Figure 2 The impact of decision making factors on the attitude towards collusion 
6 Conclusion 
All results of this research project indicate that there is a majority of the respondents 
(new professionals that have, by now, entered the industry) that acknowledge collusive 
behaviour for what it is: legally, professionally and morally unacceptable.  On certain 
issues, like inflation of tenders or market distribution schemes - practices that industry 
folklore claims are standard practice- those that are tolerant or supportive of the illegal 
choice are a majority (as shown in Table 1).  Even though all possible measures were 
adopted in the administration of the questionnaire for reduction of the social 
desirability effect on answers, still some allowance should be made for it, and this 
makes the responses of the students appear even more shocking.  Even in the direct 
question “Would you participate in a collusive tendering agreement with competing 
firms?” more than one in ten students said ‘yes’ and only half of them said a clear ‘no’.  
    This research has, indeed, demonstrated (Table 2) that the students in the research 
sample perceive all elements of the decision making model as being very influential on 
their evaluation of collusive tendering behaviours.  The fact that they see the law as 
being the factor with the greatest bearing, but half of them would, nevertheless, at least 
consider participating in an illegal act suggests that they might not be fully aware of 
the legal implications of collusive tendering.  Moreover, the fact that they assign an 
almost equal weight to their own personal belief systems and perceptions of ‘right’ and 
‘wrong’ and to situational factors might also point towards the conclusion that, in their 
training, undue emphasis has been put on market conditions at the expense of 
cultivation of a professional value system.   
    A closer examination of the responses, however, indicates that the students that 
perceived collusive tendering as deviant behaviour were more influenced in their 
decision by principles, codes and norms than fear, pressure to conform and situational 
factors.  This observation reinforces the conclusion that the new entrants to the 
construction industry need more formal training in law and professional ethics in order 
to minimise collusive tendering.   
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Appendix A 
Decision making factors (As worded in the research instrument) 
Q19 Whether there is a moral issue involved. 
Q20 Whether there is a legal issue involved. 
Q21 Whether the action could be perceived as illegal. 
Q22 Whether I would be held legally liable for the action. 
Q23 Whether the action is prohibited by my profession’s code of practice. 
Q24 Whether there would be any penalties from my professional body. 
Q25 Whether in my profession this behaviour is considered acceptable. 
Q26 Whether the action is prohibited by my company’s code of practice. 
Q27 Whether there would be any penalties from my company. 
Q28 Whether in my company this behaviour is considered acceptable. 
 10
Q29 My personal value system and my beliefs of what is right and wrong. 
Q30 The desirability of the project. 
Q31 The probability of winning the tender. 
Q32 Reputation of the client. 
Q33 What the market conditions were (boom or recession). 
Q34 Company relationships (existing or potential) with other tenderers. 
Q35 Personal relationships with people in other organisations. 
Q36 The workload and profitability of my company. 
Q37 The strategic objectives of my company. 
Q38 How much the action would affect the final award of the contract. 
Q39 Previous experiences with similar situations. 
Q40 The probability of anyone finding out what my action was. 
Q41 What my intuition told me to do. 
Q42 What my boss told me to do. 
